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and technical assistance to prospective
Microloan borrowers; and

(2) Grant monies may be used to at-
tend training required by SBA.
Intermediaries may not enter into
third party contracts for the provision
of technical assistance to program cli-
ents.

(c) Exception to contribution require-
ment. Intermediaries which make at
least 50 percent of their loans to small
businesses located in or owned by resi-
dents of Economically Distressed Areas
are not subject to the contribution re-
quirement in paragraph (a) of this sec-
tion.

(d) Intermediaries eligible to receive ad-
ditional grant monies. An Intermediary
may receive an additional SBA grant
equal to five percent of the outstanding
balance of all loans received from SBA
(with no obligation to contribute addi-
tional matching funds) if:

(1) The Intermediary makes at least
25 percent of its loans to small busi-
nesses located in or owned by residents
of an Economically Distressed Area; or

(2) The Intermediary is a Specialized
Intermediary.

(e) SBA will determine an
Intermediary’s eligibility for all grants
under this section separately for each
loanmaking office or site.

§ 120.713 Does SBA provide technical
assistance to Intermediaries?

SBA may procure technical assist-
ance for an Intermediary to improve
its knowledge, skill, and understanding
of microlending by awarding a grant to
a more experienced Intermediary. SBA
may also obtain such assistance for
prospective Intermediaries in areas of
the country that are either not served
or underserved by an existing
Intermediary.

§ 120.714 How does a non-Intermediary
get a grant?

(a) Grant procedure for non-
Intermediaries. Any nonprofit entity
that is not an Intermediary may apply
to SBA for a grant to provide market-
ing, management and technical assist-
ance to low-income individuals for the
purpose of assisting them in obtaining
private sector financing in amounts of
$25,000 or less. To qualify, it must sub-
mit information regarding its ability

to provide this assistance. If approved,
the grant agreement will establish the
terms and conditions for the grant.

(b) Number and amounts of grants. In
each year of the Microloan Program,
SBA may make no more than 25 grants
to non-Intermediaries for terms of up
to five years. A grant may not exceed
$125,000.

(c) Contribution by nonprofit entity.
The nonprofit entity must contribute
an amount equal to 20 percent of the
grant. The contribution from the non-
profit entity must come solely from
non-Federal sources, and may include
direct costs or in-kind contributions
paid for under non-Federal programs.

§ 120.715 Does SBA guarantee any
loans an Intermediary obtains from
another source?

(a) SBA may guarantee not less than
90 percent of no more than 10 loans by
for-profit or nonprofit entities (or an
alliance of such entities) to
Intermediaries located in urban areas
and no more than 10 loans by such enti-
ties to Intermediaries located in Rural
Areas (as defined in § 120.10).

(b) Any loan guaranteed by SBA
under this section will have a term of
10 years. If an Intermediary receives
such a loan, it will not need to repay
any principal or interest during the
first year, although the interest will
accrue. During the second through fifth
years, the Intermediary will pay inter-
est only. During the sixth through
tenth years, it will pay interest and
fully amortize the principal.

(c) The interest rate on any loan
under this section shall be calculated
as described in § 120.706.

Subpart H—Development
Company Loan Program (504)

§ 120.800 What is the purpose of the
504 program?

As authorized by Congress, SBA has
established this program to foster eco-
nomic development, create or preserve
job opportunities, and stimulate
growth, expansion, and modernization
of small businesses.
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